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PERSPECTIVES 


ED MEAT AND POULTRY supplies in the United States are likely to increase in 

1991 but prices should continue near record levels. Retail prices of red meats 
reached record highs in 1990 as production fell. For the year, pork prices are expected 
to be up about 14 percent and Choice beef prices up 5 percent. Retail poultry prices are 
estimated to be about 2 percent lower, with broiler and turkey production higher. 


increasing poultry and pork supplies in 1991 are likely to cause poultry prices to decline 
4-6 percent and pork prices to fall 1-3 percent, according to USDA’s Economic Research 
Service. Beef production is expected to increase only slightly. Declining prices of 
competing meats will likely hold beef price gains to 2 percent or less. 


Red meat and poultry consumption is expected to increase about 6 pounds per capita 
in 1991 from the record level of about 220 pounds in 1989 and 1990. 


Cattle numbers on July 1 were only modestly above a year earlier, marking the second 
year of relatively static numbers. The 1990 calf crop was estimated at 40 million head, 
down slightly from 1989. Producers retained 4 percent more replacement heifers in 1990. 
Even if a larger proportion of these heifers calve in 1991, the increased calf crop will 
have little impact on beef supplies or cattle prices until 1992, the economists say. 


Table egg production in 1991 is expected to continue the modest gains registered in 
1990. Egg consumption of about 234 per capita will likely decline about 1 egg per person 
fer 1990 and again in 1991. Retail egg prices are expected to be down about 2 percent 
for 1990 and are likely to fall 13—15 percent in 1991. 


Projected 1991 U.S. production totals include 23.0 billion pounds of beef, 15.9 billion 
pounds of pork, 363 million pounds of lamb and mutton, 280 million pounds of veal, 19.5 
billion pounds of broilers, and 4.8 billion pounds of turkeys, for total red meat and poultry 
output of 64.3 billion pounds. Compared with 1988, these totals are 2.0 percent lower 
for beef, 1.4 percent higher for pork, 10.3 percent lower for lamb and mutton, 27.6 percent 
lower for veal, 20.9 percent higher for broilers, 21.7 percent higher for turkeys, and 6.5 
percent higher for total red meat and poultry. 


Projected prices for 1991 are $75-$81 per hundredweight (cwt) for Omaha Choice 
steers, $49-$55 per cwt for barrows and gilts, $54-$60 per cwt for slaughter lambs, 51-57 
cents per pound for broilers, 61-67 cents per pound for turkeys, and 66-72 cents per 
dozen for eggs. The outlook for feed grains and protein feedstuffs has become more 
favorable in recent months because of lower feed cost prospects. 


The nation’s economy continues to grow at a slow pace. Real GNP growth is projected 
at 1 to 2 percent for the next year. The slower economic growth prospects could affect 
consumer demand for foods and meats, the economists say. Recently revised (down- 
ward) GNP statistics for 1987, 1988, and 1989 indicate growth averaged 3.4 percent per 
year. 


— Jack Harrison 
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How Will U.S. Trade Be Affected by EC-92? by Doug Martinez 


The European Community plans to be a fully unified “Common Market” at 
the end of 1992. Some Americans are concerned that the result could be a 
restricting of U.S. exports to the EC, although EC officials have given assur- 
ances that this will not be the case. 


One-Third of U.S. Farm Exports Go to East Asia by Jack Harrison 


East Asia is the number 1 regional market for U.S. agricultural exports. More 
than one-third of fiscal 1990 sales were to that region, which consists primar- 
ily of Japan, South Korea, Taiwan, Hong Kong. 


U.S. Apple Exports Face Uphill Climb by Priscilla Glynn 


U.S. apple production has been increasing, with the farm value of the crop 
surpassing $1 billion in 1989. But our apple exports have been facing stiffer 
competition. The U.S. apple industry is seeking to overcome that problem. 
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How Will U.S. Trade 
Be Affected by EC-92? 


A; the European Community readies 
its fully unified “Common Market” for 
a 1992 target date, the American reaction 
to the unification process has been decid- 
edly mixed. 


For U.S. companies with operations based 
in Europe, optimism and excitement have 
been the prevailing reactions. For other 
U.S. firms—which are currently exporting to 
Europe or would like to—confusion and 
doubt have dominated. 


Many Americans believe an even more 
powerful economic bloc is being created 
that will pose increased competition for 
U.S. goods and services in the EC and in 
foreign markets. 


“Concerns have been raised about some of 
the EC directives that stem from the 1992 
program which could restrict market access 
in the future,” says economist Walter Gar- 
diner of USDA's Economic Research Ser- 
vice. “The label Fortress Europe’ has been 
used by a number of U.S. and other non-EC 


The plan has no provisions 
for liberalizing any of the 
European Community’s 
external trade barriers. 


officials to describe the potential market 
and investment environment that could 
emerge out of EC 1992 if non-EC nations 
are not vigilant in monitoring the progress 
of the directives as they become part of EC 
commercial law.” 


Broad Range of Barriers 

The directives Gardiner has in mind cover 
a broad range of physical, technical, and 
fiscal barriers to trade in the EC. By the end 
of 1992, these barriers are to have been 
dismantled, completing the common mar- 
ket in the true economic sense by eliminat- 
ing all internal obstacles to trade. 


The Portion of U.S. Agricultural Exports Going 
to the European Community Has Been Declining 
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(For consistency, the data are for all 12 current EC members. Denmark, ireland, and the United Kingdom joined the EC in 
1973, Greece joined in 1981, and Spain and Portugal joined in 1986.) 


At the same time, however, the EC 1992 
plan has no provisions for liberalizing any 
of the EC’s external trade barriers. Any 
progress on that front will depend on devel- 
opments in the current GATT trade talks set 
to conclude this December. 


Even so, says Gardiner, “the adjustments 
to investment, production, consumption, 
and trade patterns within the EC in 
response to the large number of EC 1992 
directives will be felt far beyond the EC’s 
borders.” 


Specifically, he says, “there will be 
increased opportunities for those able to 
compete in a deregulated EC economy, 
especially those companies that are 
already doing business in the EC and who 
are making the necessary changes to 
respond to a pan-European market. Much 
of the outcome will depend on what level 
the EC decides to harmonize its product 
and commodity standards and regulations.” 


The debate here is between the “minimal- 
ists” who advocate the strictest levels pos- 
sible and the “maximalists” who want to 
settle more on the average level that exists 
around the Community. 


“For companies such as equipment manu- 
facturers that are required to build as many 
as eight production lines for tractors 
because of different regulations in EC 
countries, any harmonization should be a 
welcome development,” says Gardiner. 
“This also bodes well for smaller companies 
that only do business in one or two EC 
countries because of the prohibitive costs 
of establishing multiple production lines.” 


Moreover, he says, eliminating the EC’s 
customs regulations at internal borders 
should significantly reduce the cost of 
transporting goods within the Community. 
“This has important implications for both 
domestic producers and exporters of food 
and agricultural products.” 


But as of now, there are still no clear 
answers to the critica! questions, at least in 
the American view: Will the EC enact stan- 
dards and regulations more restrictive than 
currently in place? Will the EC raise new 
external barriers against non-EC countries 
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in order to protect EC countries from 
increased competition? Can the United 
States gain at the expense of EC and non- 
EC firms? 


Questions Touch U.S. Economy 


These are complex and troubling ques- 
tions, touching upon every sector of the 
American economy. 
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“The United States and the EC share a 
number of important economic relation- 
ships that indicate the degree of interde- 
pendence that has emerged between these 
two regions,” says Gardiner. 


To begin with, the United States and the EC 
comprise the world’s two leading economic 
blocs, combining for about one-half of the 
world’s gross domestic product and mer- 
chandise trade. The U.S. gross domestic 


product in 1989 totaled $3.531 trillion (1980 
dollars) compared with $3.804 trillion for the 
EC. U.S. merchandise exports in 1989 
totaled $345 billion (current dollars), or less 
than one-third that exported by the EC. As 
the EC has expanded from its original 6 
members in 1957 to the current 12 mem- 
bers, so has the size of the market that is 
subject to EC laws and regulations. 


“The United States is also a major investor 
in the EC,” says Gardiner. “U.S. direct 
investment in the Community totaled $20.1 
billion in 1970, accounting for 27 percent of 
total U.S. foreign investment that year. By 
1988, U.S. investment in the EC rose to 
$128.5 billion and accounted for an 
astounding 39 percent of the total.” 


The critical connection between the two 
entities becomes clearer, though, when 
EC-U.S. trade is examined. 


“The United States and the EC are each 
other's largest trading partners, with two- 
way trade totaling $160.9 billion in 1988,” 
says Gardiner. “U.S. merchandise exports 
to the EC have risen sixfold, from $12.3 
billion in 1970 to $75.9 billion in 1988.” 


During the same period, U.S. imports from 
the EC have increased nearly ninefold, from 
$9.7 billion to $85 billion. The United States 
held a fairly favorable trade balance with the 
EC until the mid-1980's when the situation 
was reversed and the United States 
became a net importer of EC merchandise. 
In 1986, the United States ran a trade deficit 
of $22.6 billion with the Community, but by 
1988 the trade deficit was cut by nearly half 
to $11.5 billion. 


While U.S. trade with the EC has continued 
its upward growth over the past three 
decades, the EC’s share of total U.S. trade 
has diminished somewhat. Between 1970 
and 1988, U.S. exports to the EC as a share 
of total U.S. exports to the world fell from 29 
percent to 24 percent. Over the same 
period, the share of U.S. imports from the 
EC fell from 24 percent to 19 percent of all 
U.S. imports. 


“Although this implies that a smaller share 
of U.S. trade will be affected by develop- 
ments stemming from the 1992 program, 





EC Finds Uniformity Difficult to Attain 


When the ‘Common Market’ was created 
in 1957, the original six member nations 
looked forward to the free flow of goods 
and services that would eventually resuili. 


They never pictured a time when it would 
take 10 years of protracted negotiations 
for member nations to agree on stan- 
dards for fork-lift trucks, for instance. The 
principal point of dispute during a decade 
ot debate on this issue? The pedal sys- 
tem. 


Nor did they probably envision other 
problems that make the Common Market 
at times: 


@ A European television manufacturer 


has to make 7 types of television sets to 
meet member country standards, requir- 
ing 70 engineers to adjust new models to 
individual country requirements. 


@ A person traveling through 10 of the 
EC member countries and returning 


home would end up with only 53 percent 
of the money he or she began with, 
because of fees charged for changing 
currency. 

@ Delays at borders due to customs 
checks result in a 750-mile trip from Lon- 
don to Milan taking 58 hours (excluding 
the Channei crossing). 


Faced with these kinds of continuing con- 
tradictions to the original common mar- 
ket goal, the EC is on the move against 
an array of physical, technical, and fiscal 
barriers to free trade. 


“The blueprint for this program of eco- 
nomic integration is contained in a ‘white 
paper’ entitied ‘Completing the Internal 
Market,’ issued by the EC Commission in 
June 1985,” says ERS economist Walter 


a timetable for action with an overall 
deadline of December 31, 1992.” 

The program is to be implemented with 
three main goals in mind, he notes. The 
main one, of course, is the unification of 
the 12 member countries into a single 
market of 325 million people. But the 
initiative is also aimed at “ensuring that 
the single market is expanding and not 
stagnant, and ensuring that the market is 
flexible so that all resources will be free 
to move to areas of greatest economic 
He adds that the “Commission acknowl- 
edges the changes implied by this com- 
prehensive program will cause 
considerable difficulties for some mem- 
ber countries, but the benefits to a fully 
integrated Community are so great they 
should not be denied to its citizens.” 
Perhaps the most notable signs of the 
continued lack of a unified market in the 
EC are the customs posts at the borders 
of EC nations. 


“Itis at the borders where the movements 
of goods and people are controlled 
because of differences in currencies, 
laws, and regulations that still exist 
between EC countries, including immi- 
gration controls, taxation, health and 
safety standards, and product pricing,” 
says Gardiner. “The border controls 
impose a large cost on the movement of 
goods and people through time delays 
and fees which add to the cost of doing 
business and reduce efficiency.” 

Even if the border controls are removed, 
however, “the flow of goods, services, 
individuals, and capital would be 


certification procedures.” 
The third major area of EC action is on 
the fiscal front. 


“Differences in taxation, both direc: and 
indirect, among member countries are 
another concern of the Project 1992 
directives,” says Gardiner. “The removal 
of borders has profound implications for 
commerce because of these tax differen- 
Certainly, the EC has taken significant 
steps toward unity since signing its first 
accords. 

“In its first 20 years of existence, the EC 
made much progress toward the goa! of 
unifying its market, with the removal of 
tariffs and quotas among member coun- 
tries, elimination of most restrictions on 
foreign exchange for trade and invest- 
ment purposes, formation of a common 
external trade policy at the Community 
level, and some achievements in product 
standardization,” says Gardiner. 

But then came the oil price shocks of the 
1970's, and the subscquent inflation, 
economic stagnation, and unemploy- 
ment in Europe. These developments 
stalled the unification process as mem- 
ber nations took steps to protect their 
industries and markets. Progress toward 
full integration was further hampered by 
the addition of the United Kingdom, Ire- 
land, and Denmark to the EC in 1973 and 
Greece in 1981, which brought about 
additional administrative and financial 
burdens. 


“The process to restart the EC’s program 
of completing the Common Market 
began in the early 1980's with a series of 
communications from the EC’s executive 
arm, the Commission, and a number of 
special reports which pointed out the lack 
of integration in the EC. 
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trade with EC countries still represents a 
sizable share of U.S. trade abroad,” says 
Gardiner. 


Agricultural trade is an important part of 
U.S.-EC trade, although its importance fluc- 
tuated substantially in the 1980's. U.S. 
exports of agricultural products to the EC 
totaled $2.3 billion in 1970, peaked at $11 
billion in 1980, and fell 41 percent to $6.5 
billion by 1985. The decline resulted largely 
from increased EC self-sufficiency for a 
number of agricultural commodities, com- 
bined with a strong U.S. dollar and high U.S. 
support prices. 


“With the weakening of the dollar relative to 
European currencies near the end of 1985, 
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farm exports began to recover slightly in 
1986,” says Gardiner, “rising to $7.3 billion 
by 1988, but amounting to only two-thirds 
the record level set in 1980. The EC’s share 
of total U.S. agricultural exports also 
declined during this period—from 32 per- 
cent in 1970 to 20 percent in 1988—with 
agriculture’s share of U.S.-EC merchandise 
trade falling from 19 percent to 10 percent.” 


But viewing farm trade from the EC per- 
spective, the United States has been the 
largest foreign supplier of agricultural and 
food products to the EC, with 1980 sales 
totaling $13.8 billion, or 22 percent of the 
EC total. Acomparison with figures for 1988 
indicates a reduced role for the United 
States ($8.9 billion or 14 percent of the total) 
while many other countries increased in 
importance—particularly Colombia, Thai- 
land, Australia, and Yugoslavia. 


Gardiner says that trade theory suggests 
one reason for fluctuations and declines in 
U.S. trade with the EC. 


“It is interesting to note that between 1980 
and 1988, EC imports of agricultural and 
food products from countries outside the 
EC rose only 3 percent while trade among 
EC countries rose 71 percent,” he says. 
“This result is consistent with the theory 
about customs unions, such as the EC— 
namely that they are trade-creating for 
countries within the union and trade-diveit- 
ing outside. This development is one of the 
reasons for concern by countries outside of 
the EC that the 1992 program could lead to 
a Fortress Europe.”” 


In fact, this theory about customs unions is 
at the root of projections about near-spec- 
tacular gains for the EC after internal barri- 
ers to trade are completely removed. 


“According to a $5 million study commis- 
sioned by the EC that took 2 years and 
involved 200 people, the benefits to the EC 
from completing the internal market could 
be quite substantial,” says Gardiner. 
“These benefits include a 4 to 7 percent 





The 12 Nations of the European Community Have a Population of 325 
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increase in gross domestic product, a 6 
percent reduction in consumer prices, and 
an increase of between 2 to 5 million jobs.” 


He goes on to say that “the goal of Europe 
1992 is to achieve a true common market 
as was originally envisaged by the founders 
of the European Community nearly 33 
years ago. The reason for this initiative is 
the realization that physical, technical, and 
fiscal barriers have prevented the EC from 
achieving greater economic efficiency and 
economic welfare. ‘Europe 1992’ is an 
effort to remove those barriers which have 
frustrated the free movement of goods, ser- 
vices, people, and capital between the EC 
member countries.” L_] 


[Based primarily on information provided by 
economist Walter Gardiner of the Agricul- 
ture and Trade Analysis Division, Economic 
Research Service.] 
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REPORTS IN THE NEWS 


An Annual Report 
On Family Farms 


Single families own and operate 
87 percent of the farms in the 
United States. Families own nct 
only most of the small, noncom- 
mercial farms but also most of the 
large, commercial farms—which 
produce the bulk of the Nation’s 
food and fiber. Owners of large 
farms typically control several mil- 


lion dollars worth of assets, primar- 


ily land and machinery. 


This publication, which provides 
detailed analysis of the condition 
of U.S. agriculture, is based on the 
12th annual report to Congress on 
the status of family farms. 


The U.S. farm sector enters the 
1990's in a much improved posi- 
tion after the financial difficulties of 
the 1980's, the authors of the 
report point out. The farm reces- 
sion did not substantially alter the 
four-decade trend toward fewer, 
larger, more capital-intensive 
farms. 


Farmers have reduced their debt, 
which peaked at $207 billion in 
1983. Farm lenders have also writ- 
ten off bad loans. Today's farmers 
are cautious about assuming more 
debt and farm lenders are using 
more conservative lending policies 
compared with the late 1970's. 


The authors of this report note that 
a new generation of American 
farmers is learning the secrets of 
surviving in a dynamic and com- 
petitive world economy. Today's 
farmers must understand the tech- 
nical aspects of crop and livestock 
production and Federal farm pro- 
grams. They must also master the 
implications for their farm busi- 
nesses of changing Federal mone- 
tary and fiscal policies, 
international exchange rates, envi- 
ronmental regulations, tax laws, 
and emerging technologies. 


The U.S. Farming Sector Enter- 
ing the 1990's: Twelfth Annual 
Report on the Status of Family 
Farms, Thomas A. Carlin and 
Sara M. Mazie, editors. Published 
June 1990; 68 pages; $11 ($13.75 
to non-U.S. addresses). 


Water Allocation 
Tradeoff Values 


Use of stream water for irrigation 
competes with its use as a recrea- 
tional fishing resource. This report 
details a procedure for estimating 
the marginal value of water used 
for fishing that includes the cumu- 
lative downstream effects of 
upstream diversions. 


Estimates of water's value as a 
recreational fishery resource vary 
significantly between regions, from 
just a few cents per acre-foot to 
more than $100. In most areas, 
the marginal recreational value of 
an acre-foot of water is less than 
$10. Values tend to be highest in 
the arid Southwestern States. 


Much of water’s recreational fish- 
ing benefits occur considerably far- 
ther downstream from the 
diversion for irrigation. In some 
areas, the recreational benefits for- 
gone through the diversion of 
water may not be significant to 
those living nearby, the authors of 
this report say. However, as each 
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acre-foot of water flows across 
many fishing sites along the 
course of a stream, its total recrea- 
tional fishing value becomes 
important. 


Irrigation is the single largest con- 
sumptive use of water in the 
United States. While farmers have 
rights to water, these rights can be 
sold—to cities, for instance. 


Most river basins west of the Mis- 
sissippi River are water short. This 
means that the available 
streamfiow is insufficient to meet 
all the demands for water at cur- 
rent prices. The authors of this 
report note that past water alloca- 
tion decisions seldom considered 
water's value in nonconsumptive 
uses and, therefore, cannot have 
been expected to have allocated 
water optimally. 


Water Allocation Tradeoffs: Irri- 
gation and Recreation, by LeRoy 
T. Hansen and Arne Hallam. Pub- 
lished June 1990; 24 pages; $8 
($10 to non-U.S. addresses) 
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One-Third of U.S. Farm 
Exports Go to East Asia 


ast Asia is the Number 1 regional mar- 
ket for U.S. agricultural exports, with 
more than one-third of fiscal 1990 sales. 


Japan and a few of its neighbors make up 
East Asia. Sales of U.S. farm products to 
Japan, South Korea, Taiwan, and Hong 
Kong are estimated at $13.6 billion for the 
fiscal year that ended September 30. Japan 
is expected to account for $8.3 billion (61 
percent of the East Asian total), South 
Korea $2.8 billion, Taiwan $1.8 billion, and 
Hong Kong $672 million. 


“Rapid economic growth in East Asia has 
gradually shifted the world’s economic cen- 
terofg: sity toward the Pacific,” says econ- 
omist Bill Coyle of USDA’s Economic 
Research Service. 


Total U.S. agricultural exports are esti- 
mated at $40 billion for 1989/90. Portions of 
the total, besides 34 percent for East Asia, 


‘The world’s economic cen- 
ter of gravity has shifted 
toward the Pacific.’ 


include 16 percent for the European Com- 
munity, 12 percent for Latin America and 
the Caribbean, 8 percent for Canada, 8 
percent for the Soviet Union, 6 percent for 
the Mideast, 6 percent for Africa, and 2 
percent for China. 


in 1989, East Asian countries accounted for 
substantial shares of U.S. exports of sev- 
eral commodities, including: beef and veal 
81 percent, cattle hides 80 percent, pork 70 
percent, cotton 49 percent, poultry meat 45 
percent, fruits 45 percent, feed grains 41 
percent, soybeans 39 percent, tobacco 32 
percent, vegetables 27 percent, and wheat 
15 percent. 


East Asia’s estimated farm-product pur- 
chases from the United States in 1989/90 
total about 6 percent higher by value than 
the previous year. This rate of increase is 
substantially lower than the 10 percent rise 
in 1988/89 and the 28 percent jump in 
1987/88. The region’s economic boom has 
been moderating significantly, ERS econo- 
mist Larry Deaton points out. In 1988 and 
1989, Japan and the United States both 
exhibited declining economic growth rates. 


Economic growth in both South Korea and 
Taiwan is expected to remain strong at over 
6 percent for 1990. But both countries had 
double-digit growth rates in the 1980's. 
Hong Kong also has seen a marked slow- 
down from its 1980's growth rate. The Brit- 
ish colony faces the prospect of capital 
flight because of the scheduled Chinese 
takeover in 1997, and this is likely to reduce 
growth prospects, according to another 
ERS economist, Lois Caplan. 


U.S. Trade Balance Negative 

During the past 5 years, South Korea, Tai- 
wan, and Hong Kong (all classified as 
“newly industrialized economies”) have run 
large trade surpluses with the United 
States, exceeding their surpluses with the 


rest of the world. The imbalances are due 
to persistent trade barriers and structural 
differences in these countries’ economies 
(such as laws and regulations restricting 
the economic activities of foreign invest- 
ors), says ERS economist Andy Jerardo. 


The higher oil prices resulting from the Per- 
sian Gulf crisis of recent months are not 
likely to have a significant effect on U.S. 
farm exports to East Asia, according to ERS 
economist Carol Goodloe. Additional 
spending on oil imports may reduce the 
resources available for imports of farm 
products, but most agricultural imports in 
East Asia are not very responsive to 
changes in prices or income. 


An increase in the volume of U.S. agricul- 
tural exports to East Asia in 1990/91 was 
forecast several months ago, with lower 
prices on some commodities expected to 
restrain growth in the value of the exports. 
The Persian Gulf crisis is a new factor in the 
picture since those forecasts. 


A stronger dollar relative to the yen had 
been dampening export growth to Japan for 
certain high-value and processed products 
that benefited from a weaker dollar for sev- 
eral years. Nevertheless, the United States 
accounted for 37 percent of Japan’s agri- 
cultural imports in 1989, up from 35 percent 
the year before. The U.S. provided 84 per- 
cent of the corn Japan imported that year, 
75 percent of the soybeans, 71 percent of 
the sorghum, 55 percent of the wheat, 43 
percent of the cotton, 43 percent of the beef 
and veal, and 38 percent of the poultry 
meat. 


Animal products are expected to make up 
about 27 percent of the value of fiscal 1990 
U.S. farm exports to East Asia, up slightly 
from 26 percent in 1989. The East Asian 
countries are importing larger amounts of 
finished meat products to satisfy increased 
consumer demand. Japan’s greater meat 
imports mean less demand for imported 
feed grains and soybeans. 


U.S. beef and veal exports to Japan are 
forecast to be substantially higher for fiscal 
1990 because of expanded quotas stem- 
ming from the 1988 U.S.-Japan beef and 
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citrus agreement. However, much lower 
unit values likely will lead to only a small 
increase in the total value of the exports. 
Japan also is buying more of the cheaper 
cuts of beef and fewer of the expensive 
cuts. But Japan remains our largest market 
for beef. 


Under the 1988 agreement, Japanese beef 
import quotas were increased to 394,000 
tons for the year ending March 31, 1991. 
Then the quotas will be removed and 
replaced by tariffs. Japan removed quotas 
on some prepared beef products last 
spring, but higher tariffs on some of those 
products are likely to curtail imports. 


Australia, traditionally a supplier of grass- 
fed beef, is now competing with the United 
States as a seller of grain-fed beef to Japan 
(see box on next page). 


U.S. beef exports to South Korea jumped in 
fiscal 1989 to 19,000 tons, valued at $73 
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million, benefiting from Seoul's partial liber- 
alization of beef imports. U.S. beef exports 
to South Korea were forecast to continue 
increasing in fiscal 1990, as well. 


U.S. pork exports to Japan (the leading 
market for U.S. pork) rose 24 percent in 
fiscal 1989 to 46,000 tons and were 
expected to show even more gains in fiscal 
1990. Greater Japanese imports of chilled 
pork, especially U.S. loins and tenderloins, 
are bolstering sales. Japan also reduced 
tariffs on sausages in April 1989. 


U.S. poultry meat exports to East Asia for 
fiscal 1990 were projected to continue to 
rise, although less rapidly than in 1989 and 
1988. Japan and Hong Kong are the 
region’s largest markets for U.S. poultry 
meat. Taiwan bans chicken imports but 
allows some turkey meat imports from the 
United States. South Korea also bans poul- 


try meat imports, except for canned prod- 
ucts and turkey meat. 


Japan’s purchases of U.S. poultry meat in 
fiscal 1990 were forecast higher because of 
sustained strong demand and little 
expected growth in domestic poultry output. 
U.S. poultry meat exports, however, are 
facing increased competition from Thai- 
land, China, and several new suppliers, 
including Malaysia, Mexico, and Peru. 


The value of U.S. cattle hide exports to East 
Asia in fiscal 1990 was expected to rise 
slightly from 1989, with increased ship- 
ments to South Korea, Japan, and Taiwan. 
South Korea’s purchases from the United 
States grew by 14 percent in 1989. But a 
significant portion of South Korea’s shoe 
industry has already moved to countries 
with lower labor costs. Japan has increased 
its purchases of cattle hides from Australia 
and New Zealand. 





Wheat Exports Lower 

U.S. wheat exports to East Asia were fore- 
cast to decline slightly in fiscal 1990, after 
slipping 13 percent the previous year. 
Exports in 1990 could be about 1 million 
tons below the 6 million tons shipped in 
1988. And wheat export prices also 
declined from 1989. U.S. wheat sales to 
Japan in fiscal 1990 were forecast to turn 
down slightly from last year’s reduced level 
of 2.7 million tons. Rising Japanese imports 
of wheat-based processed products con- 
tinue to limit demand for U.S. wheat in bulk. 


The volume of U.S. feed grain exports to 
East Asia was forecast to surge in fiscal 


1990 after declining 7 percent in 1989. 
Increased volume was expected to lead to 
higher total value, despite somewhat lower 
prices. 


U.S. feed grain shipments to Japan, the 
region's largest user, likely will surpass fis- 
cal 1988's total of 17.3 million tons, mainly 
because of a large jump in corn sales. U.S. 
corn shipments to South Korea in 1990 
were projected to be up substantially from 
a record 4.6 million tons in 1989. U.S. feed 
grain exporis (mainly corn) to Taiwan were 
also expected to increase, mainly because 
of greater feed demand in the hog and 
poultry sectors. 


The value of U.S. exports of oilseeds and 
products to East Asia continued to fall in 
fiscal 1990, after a 3 percent decline in 
1989. Soybean shipments were larger in 
fiscal 1990, but prices were much lower. 
The volume of U.S. soybean exports to the 
region recovered in 1990 from the 
depressed total of 5.5 miliion tons shipped 
in 1989. 


The volume of U.S. cotton exports to East 
Asia in fiscal 1990 was forecast to increase 
modestly, with value also likely to be up 
because of higher prices. imports by the 
developed East Asian countries also had 
increased in 1989. 
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the labeling of grain-fed beef. Some 
675 feediots with a total capacity of 
more than 500,000 head had been cer- 
tified to participate in this labeling pro- 
gram as of ear'y 1990. 

More than 60 percent of Australian 
grain-fed beef was marketed in Japan 
and South Korea in 1988. (Some is 
also sold in the European Community 
and Southeast Asia.) In 1989, the pro- 
portion sold in East Asia jumped to 
nearly 80 percent. 


The major cattle breeds raised in Aus- 
tralia are not noted for their meat ten- 
derness or the desirable quality of 
marbling (fat deposits in the muscle tis- 
sue). Therefore different breeding lines 
are being sought for the feediot indus- 


East Asian Diets Changing 

Export markets are being affected by 
changing diets in East Asia. Consumption 
of animal protein continues to increase, at 
the expense of rice and other starches. 
These changes are not uniform throughout 
the region, however. Pork and poultry con- 
sumption remains about twice as high in 
Taiwan as iri Japan and South Korea. The 
Japanese are known for their higher rate of 
consumption of fish. 


Americans consume twice as much meat 
per capita as the Taiwanese, more than 
three times as much as the Japanese, and 
more than four times as much as the South 
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try. “Australia does have, however, 
enough animals of the right breeds to 
supply a large share of the Japanese 
grain-fed beef market,” Gorman says. 
flavor are important ‘actors in the Jap- 
anese beef market. In general, the 
greater the marbling, the higher the 
price. The Japanese market also pre- 
fers heavier beef carcasses than those 
typically produced for the U.S. and Aus- 
tralian domestic markets. The cattle 
are kept in feedlots for a longer period 
of time to produce the larger carcasses. 


The United States has several advan- 
tages over Australia in the competition 
to sell beef to Japan and other mar- 
kets, Gorman says. 


Those advantages include long experi- 
ence in raising grain-fed beef cattle, 
huge quantities of grain availabie for 
feeding, large numbers of the right 
kinds of cattle to produce marbled 
beef, a surplus capacity of feediots and 
packing plants, and an excellent rail- 
way and highway system for rapid 
movement of cattle, feed, and meat, he 
says. 


Koreans. But all three East Asian countries 
eat more vegetables per capita than the 
United States and have fish and shellfish 
consumption rates four to five times the 
U.S. rate. South Korea’s rice consumption 
per capita is 20 times the U.S. level and rice 
consumption in Japan and Taiwan is more 
than 10 times the U.S. rate. 


Japan, South Korea, and Taiwan continue 
to pursue rice policies of self-sufficiency. 
Their rice sectors are characterized by high 
stocks, inadequate storage capacity, large 
budget expenditures, and lower consump- 
tion, says ERS economist Sophia Huang. 


“Australia, however, has limited experi- 
ence and capacity in the feedlot indus- 
try, relatively fewer cattle with the right 
genetic traits for grain feeding, fewer 
supplies of feed grains and harvested 
roughage, and a less developed 
domestic transportation system,” Gor- 
man says. However, these shortcom- 
ings probably could be overcome, he 
adds. 


Not all the Japanese investments have 
been in Australia. Japanese compa- 
nies have invested in the U.S. cattle 
industry to a certain extent, though less 
than in Australia, Gorman says. 
“Australia has the potential to be a 
strong competitor in the grain-fed beef 
market in Japan,” Gorman says. He 
adds that Australia's future as an 
exporter of grain-fed beef will also 
depend on how returns from cattle 
enterprises compare with returns from 
sheep and wheat. 

“It is reasonable to expect that both 
Australia and the United States will 


have large shares of the Japanese 
grain-fed beef market,” Gorman says. 


The prospects are good for continuing 
growth in sales of U.S. agricultural products 
to East Asia, Caplan says. The positive 
factors include recent steps to remove 
restrictions on imports and a growing inter- 
est in consuming a wider variety of foods. 
Continued healthy economic growth is 
expected in the region, despite some eco- 
nomic strains, including rising inflation rates 
and labor shortages. LJ 


[Based primarily on the July 1990 Pacific 
Rim Agriculture and Trade Report, pro- 
duced by the Agriculture and Trade Analy- 
sis Division, Economic Research Service, 
and coordinated by economist Carol 
Goodloe.] 





U.S. Apple Exports 
Face Uphill Climb 


|» the 1989 calendar year, the farm value 
of U.S. apple production surpassed $1 
billion, making apples the Nation's third 
most valuable fruit crop (after grapes and 
oranges). Although apples are produced 
throughout the country, 10 States raised 89 
percent of the 1989 crop, with the top 3 
States—Washingion, New York, and Mich- 
igan—accounting for 69 percent of the total. 


Heavy plantings in the late 1970's and early 
1980's have boosted U.S. apple production 
in recent years, and will likely continue to 
do so in the next few years. “These ample 
supplies have come on the market at a time 
when other major producing nations, such 
as Chile, New Zealand, and South Africa, 
have dramatically expanded their output,” 
note economists Amy Sparks and Boyd 
Buxton of USDA’s Economic Research 
Service and James Seale of the University 
of Florida. “Their location in the Southern 
Hemisphere enables these producers to 
ship fresh apples when the United States is 


Producers are making use 
of USDA’s Targeted Export 
Assistance program. 
NE ET ETE 


drawing on cold storage supplies. Since 
consumers generally prefer fresh apples, 
such exports enjoy an advantage in mar- 
kets where they compete with U.S. storage 
apples.” 


The combination of higher overall world 
production and stable domestic demand is 
forcing U.S. prices down. Moreover, U.S. 
apple exports have declined over the last 
few years, falling from 305,428 metric tons 
in the 1980/81 marketing year to 249,238 
metric tons in 1988/89. 


“The worldwide situation of growing sup- 
plies and relatively stable demand means 


the United States will face keen competition 
in export markets,” Sparks says. 


The U.S. Competitive Position 
Although they represent only one quarter of 
global imports, the markets of Canada, the 
United Kingdom, Hong Kong, and Singa- 
pore took 82 percent of U.S. apple exports 
in 1987. Analyzing data from a recent 
research study, the economists determined 
which suppliers are likely to increase their 
shares of these markets—and the probable 
changes in demand quantities resulting 
from price fluctuations—in the foreseeable 
future. 


The relative market shares of suppliers to 
these markets have changed many times 
since 1962, reflecting suppliers’ competi- 
tive positions and trade restrictions that 
alter both prices and the flow of trade. 


Canada’s apple imports trended upward 
from 1962 through 1987, and the United 
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States has been the dominant supplier. 
However, U.S. exports to this market 
declined steeply between 1981 and 1985, 
a trend precipitated by a decrease in total 
Canadian imports and an increase in its 
imports from New Zealand and Chile. U.S. 
exports recovered in 1986 and 1987, 
largely because of North America’s record 
1987 crop and consequently lower prices in 
the United States and Canada. 


In 1988, Canada imposed antidumping 
restrictions against the United States, 
claiming that during part of the 1987 mar- 
keting season some U.S. apples had been 
sold for less than the normal value. (These 
restrictions establish minimum price 
requirements rather than limit quantities.) 


Under the Special Imports Measures Act 
(SIMA), the Canadian Government sets a 
“normal value” for U.S. red and golden deli- 
cious apples—an estimated cost of produc- 
tion plus a profit of 8 percent. While the 
higher quality fruit can sell at this price, 
lower quality fruit may not. 


To protest apartheid, the Canadian Govern- 
ment instituted a ban on agricultural prod- 
ucts from South Africa in 1986. But Sparks, 
Seale, and Buxton note the research sug- 
gests that if Canada reverses this decision, 
and if its market for apples continues to 
grow, South Africa would likely capture a 
larger market share while the United States 
would only maintain its current share. The 
results show that as the prices charged by 
the United States and South Africa drop, 
exports from these countries to Canada 
would rise. 


Although the European Community (EC) 
produces large quantities of apples for 
trade among its member nations, the 
apples it imports are usually of better qual- 
ity. Because EC countries typically do not 
use controlled atmosphere storage, their 
stored apples do not retain their freshness. 


In 1988, the EC instituted a quota on apple 
imports which, although aimed at Southern 
Hemisphere suppliers, also had a detrimen- 
tal effect on U.S. apple exports. The U.S. 
Government took the issue to the General 
Agreement on Tariffs and Trade, which 
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U.S. Apple Production and Exports Have Been Climbing 


Billion Ibs. 
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1970/71 1975/76 


Season beginning August 1. 
Source: Commodity Economics Division, ERS, USDA. 


ruled against the quota. The EC has now 
negotiated voluntary restraint agreements 
with Chile, South Africa, Australia, and 
Argentina. No agreement between the EC 
and the United States was necessary 
because the United States is only a residual 
EC supplier. 


Within the EC, the United Kingdom is the 
primary market for U.S. apples. Total U.K. 
imports of fresh apples showed a marked 
upward trend from 1962 through 1987. But 
even though the United Kingdom pur- 
chased a sizable 6.8 percent of all U.S. 
fresh apple exports in 1987, this amount 
comprises only a small proportion of all U.K. 
apple imports. France’s share of this market 
soared from next to nothing in 1962 to 56 
percent by 1987. Imports from South Africa, 
the second largest supplier, remained sta- 
ble throughout the study period. 


The results of the study indicate that as this 
market grows, the shares of the major sup- 
pliers—the United States, New Zealand, 
France, and South Africa—would all 


Production 


Exports 


1985/86 1987/88 


increase, but that of the United States 
would rise the most. 


Hong Kong’s total imports of fresh apples 
climbed sharply through the 1960's, ieveled 
off in the 1970's, slipped in the early 1980's, 
and rebounded in 1987. Over the years, 
Hong Kong’s imports from China have 
declined, and those from the United States 
have increased—indeed, by 1980 the 
United States had supplanted China as 
Hong Kong's No. 1 supplier. More recently, 
Chile has become the market's second 
largest supplier. Minimal trade restrictions 
govern apples imported into Hong Kong. 


“The study indicates that, as Hong Kong's 
market for fresh apples expands, both the 
United States and China will increase their 
market shares, although the U.S. share will 
rise by a larger percentage,” state Sparks, 
Seale, and Buxton. “South Africa’s share, 
on the other hand, will decrease.” 


In the event of a price decline, the econo- 
mists note, U.S. and South African exports 
to the Hong Kong market would rise by a 





percentage greater than the drop in price. 
The percentage rise in Chinese shipments, 
on the other hand, would not be as large as 
the decline in price. 


Although it purchased less than 5 percent 
of all U.S. apple exports in 1988, Singa- 
pore is one of the major markets for U.S. 
apples. Singapore's total imports of fresh 
apples peaked in 1981 and have declined 
since then. China was an important supplier 
to this market until 1970, when its ship- 
ments began dropping substantially. 


U.S. exports to Singapore climbed from 
almost nothing in 1970 to over 12,000 met- 
ric tons in 1984 and 1985, and the United 
States has become the market's largest 
supplier. Nevertheless, from 1985 through 
1987, U.S. shipments declined and those 
from Australia rose. Australia and New Zea- 
land have now emerged as the United 
States’ major competitors for this market. 
Like Hong Kong, Singapore places only 
minimal restrictions on apple imports. 


For at least 10 years, Taiwan has been 
another important Far Eastern outlet for 
U.S. apples. Although Taiwan imposes 
quotas on other suppliers’ apples, it 
accords the United States virtually unlim- 
ited market access. 


U.S. Apple Exports in the Near 
Future 

U.S. apple producers are attempting to 
increase demand for their product in a vari- 
ety of ways. They are, for example, pursu- 
ing advertising and promotion campaigns 
to boost domestic consumption, and some 
evidence suggests the campaigns are 
working. In the 1985/86 and 1986/87 mar- 
keting years, U.S. consumption totaled 
1.90 and 1.99 million metric tons, respec- 
tively. But in 1988/89, it climbed to 2.64 
million. 


Expanding domestic production, rising 
imports, and stable demand at home are 
pushing down prices for U.S. apples. These 
lower prices are making it hard for U.S. 
apple farmers to meet their costs of produc- 
tion and increasing the desirability of 
extending markets abroad. 


Apple producers are making use of USDA's 
Targeied Export Assistance (TEA) program 
to expand their exports. For example, the 
Northwest Horticulture Council is combin- 
ing $2.85 million in TEA funds with about 
$871,000 from its own budget to promote 
exports in fiscal 1990. 


The research study shows that as the 
Canadian, Hong Kong, and U.K. markets 
grow, the United States will expand its 
share of the Hong Kong and U.K. markets 


Photo courtesy of the International Apple Institute 


and hang on to its share in Canada. While 
Singapore offers some export opportuni- 
ties, the United States is unlikely to main- 
tain its share as this market grows. CJ 


[Based primarily on information provided by 
Amy L. Sparks and Boyd M. Buxton of the 
Commodity Economics Division, Economic 
Research Service, and James L. Seale, Jr., 
Assistant Professor at the University of 
Florida.] 
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FARMLINE TRENDS 


Monthly Price Monitor 


USDA’s August 1990 inflation-adjusted 
index of farm prices decreased 1.3% from 
July but was 3.4% above its year-earlier 
level. Corn declined to $2.54 a bushel, the 
lowest since March, and wheat continued 
downward to $2.87 per bushel, the first time 
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below $3 since 1987. Soybeans rose to 
$6.09, their highest level since July 1989. 
Cotton fell to 76.3¢ per pound, while lettuce 
continued upward to $6.64, the highest 
since October 1989. Among meat animals, 
utility cows jumped to $56.50, a hike of over 
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$2, while Choice steers increased to 
$76.10. Barrows and gilts fell to $57.07, 
losing almost $6 per hundredweight. Broil- 
ers were down to 60¢ per pound. 
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Cash Receipts from Farm Marketings: 
State Estimates for 1989 

1989 Cash Receipts from Crops 

Alll figures in millions (000,000) 


Top Ten States in 1989 Crop 
Receipts’ 


1987 1988 1989 


$ millions 


California 11,385 12,176 

Florida 4,207 4,688 4,982 
Illinois 4114 3,927 4,458 
lowa 3,821 3,787 3,911 
Texas 3,035 3,689 3,829 


Nebraska 2,196 2,409 2,878 
Minnesota 2.413 2,649 2,809 
Indiana 2,063 2,320 2,502 
Washington 1,880 2,196 2,438 
Ohio 1,982 2,025 2,114 





‘includes receipts from commodities placed 
under CCC loans minus value of 
redemptions 


Top Ten States in 1989 Receipts 
from Animal Products 


1987 1988 1989 


$ millions 


Texas 6,562 
Nebraska , 4,988 
lowa , 5,390 
California , 4,682 
Wisconsin 4,215 


Kansas 4,124 
Minnesota 3,418 
Arkansas 2,278 
Colorado , 2,332 
Pennsylvania 2,666 





All data subject to revision. Data were provided by economist Bob Williams of the Agriculture and Rural Economy Division, Economic Research Service. 
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Important Information from USDA’s 


Economic Research Service! 





Situation and Outlook Reports 


These reports provide timely analyses and fore- 
casts of all major agricultural commodities and 
related topics. 
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World Agriculture § 4/$12 


UPDATES. Get the latest data and analyses 
with these deadiline-tight newsletters. Livestock & 
Poultry Update, 6 pages of data, charts and analy- 
ses. Issued monthly, $15. U.S. Agricultural Trade 
Update, 6 pages of export, import, balance-of- 
trade news. Issued monthly, $15 








Only a phone call away. Toll Free: 1-800-999-6779 


Get the latest facts, figures, and 
trends on food, farms, rural America, 
and the international agricultural 


Agricultural Out- Farmiine. Con- National Food 

look. Presents cise, fact-filled arti- Review. Offers the 

USDA's farm cles focus on latest develop- 

income and food economic condi- ments in food 

pase forecasts tions facing farm- prices, product 
phasizes the ers, how the safety, nutrition pro- 

short-term outlook, agricultural environ- grams, consump- 

but also presents ment is changing, tion pattems, and 

long-term an and the causes marketing. 

of issues ranging and consequences 4 issues $11. 

from international of those changes 

_— to U.S. land for — and rural Rural Development 
; — Perspectives. 

11 issues $26. 11 issues $12. Crisp, nontechnical 

articles on the 

Economic Indica- results of new rural 

tors of the Farm Foreign Agricul- research and what 

economic trends in United States. 3 issues $9. 

U.S. agriculture. Updates the quan- 

Explores different Hy, Ogre The Journal of Agri- 

aspects of income rei om oat s cultural Econom 

and expenses; oa ate _ Research. Techni- 

national and State 8 issues $25. cal research in agri- 


financial summaries, 


production and effi- 
ciency statistics, 
and costs of pro- 


cultural economics, 
including economet- 
ric models and statis- 
tics focusing on 


duction. 
5 issues $14. 


methods employed 
and results of USDA 
economic research. 
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